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THE NATIONAL ACCOUNTS 1937-38 


Tue result of the financial year ended March 31, 1938, is 
difficult to characterise by any single figure. The total of 
revenue (excluding self-balancing revenue) was 
£872,580,000. The total to be ascribed to expenditure 
depends, however, on whether the sinking fund, or expen- 
diture on defence met out of loans, or both, is to be in- 
cluded. Omitting both items, the total expenditure was 
£833,250,000, giving a surplus of £39,330,000. Including 
only the sinking fund the total expenditure was 
£843,794,000, and the margin between this figure and the 
revenue—namely, £28,786,000—is, by the conventions of 
Treasury accounting, the official surplus. If all the defence 
expenditure is included, but sinking fund omitted, the 
total of expenditure is £898,117,000 and there is a deficit of 
£25,537,000. If defence expenditure and sinking fund are 
both included, the grand total of expenditure comes to 
£908,661,000 and the deficit to £36,081,000. It is possible 
to give still a fifth figure. When the Budget was introduced 
the Chancellor of the Exchequer expected to raise 
£863,100,000 in revenue, to spend (including borrowed 
defence expenditure) £942,848,000 and to provide nothing 
for debt redemption. Actually, he has received £9,480,000 
more than he expected, spent £44,731,000 less and put 
£10,544,000 to debt redemption. He has therefore done 
£64,755,000 better than he expected. It is clear that the 
days when the year resulted in either a simple surplus or 
a simple deficit have gone. Indeed, of the five figures 
quoted above, the “ official” figure is the one that seems 
to have least logic and consistency to support it. 
The figures for the revenue are given below: — 
REVENUE, 1937-38 
(£000’s omitted) 
Larger (+) or 
Smaller (—) than 
Budget Actual 


Actual Estimate Receipts 
Receipts 1937-38 1936-37 








DER ics teb sds vescdeveeaseeks 297,986 + 9,836 + 40,749 
Rett ie tL. a cd 57,060 — 940 + 3,520 
Estate, etc., duties ............00. 88,980 — 20 + 990 
Nae cewek es chuans 24,170 - 4,830 — 4,970 
National Defence Contribution 1,420 — 580 + 1,420 
Other Inland Revenue ........... 1,730 + 230 ees 
Total Inland Revenue ..... 471,346 + 3,696 + 41,709 
Customs eae as eA EE Sc 221,561 + 1,711 + 10,279 
Se eee 113,700 + 550 + 4,200 
Total Customs and Excise 335,261 + 2,261 + 14,479 
Motor Vehicle Duties ............ 34,608 + 608 + 1,881 
Total Tax Revenue ......... 841,215 + 6,565 + 58,069 
Post Office (net receipt) ......... 10,470 — 1,330 — 500 
Post Office Fund ..............0005 825 + 825 + 725 
ROWE: ROMS .....ccvcccccesccteeees 1,330 — 20 — 20 
EE es cncsccnssacesensies 5,230 + 930 + 680 
Miscellaneous POCO «0.200008. 13,510 + 2,510 — 11,091 
Total Ordinary Revenue... 872,580 + 9,480 + 47,864 


The healthy appearance of the total figure is very largely 
due to the excellent performance of the income tax, which 





has exceeded the estimate by nearly £10 millions and last 
year’s yield by over £40 millions. Customs and Excise also 
show small improvements on the estimates. The other main 
taxes, on the other hand, have been disappointing. Sur-tax 
has failed to yield the estimate; it is this persistent failure 
of sur-tax to emulate income tax which lends credibility to 
the stories of large-scale evasion. The yield from stamps 
is badly down, as was only to be expected. 

The largest item in the shortfall of expenditure below 
the Budget estimate is in the Civil Services. A margin of 
£10 millions was left in the Budget for supplementaries, 
but in the event only £3,666,000 of this was required. 
There were also savings on many items, of which the 
largest was one of £84 millions in the vote for the Un- 
employment Assistance Board. The National Debt, on the 
other hand, has required rather more than last year, and 
the margin left in the fixed debt charge was not quite large 
enough to meet the statutory sinking funds. The figures are 
given in the following table: — 


EXPENDITURE, 1937-38 
(£000’s omitted) 
Larger (+) or 
Smaller (—) than 
Budget Actual 
Actual Estimates Issues 


Issues 1937-38 1936-37 

Interest and Management of 
Mational Debt: .......cccccsecess 216,233 — 7,767 + 5,360 
Payments to N. Ireland.......... 8,887 + 887 + 891 

Other Consolidated Fund Ser- 
WEIN daticcdesa ve cccavavcesesseusiss 3,115 — 85 — 125 
a at. rere um — 300 — 421 
Total Consolidated Fund... 228,235 — 7,265 + £5,706 
Army, Navy and Air Votes .... 197,250 — 1,018 + 11,178 


Civil and Revenue Votes (exc. 


FONE RIRBOD © snnacosvencastivedess 407,765 — 21,315 + 26,607 


Total Supply Services (exc. 


PORE GAOO) nssnciseccsesss 605,015 — 22,333 + 37,785 





Total Ordinary Expendi- 
WN sinc cticncdtewiedensscnns 833,250 — 29,598 + 43,491 





10,544 + 10,544 — 
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New Sinking Fund ............... 


oO 
© 
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Total Expenditure .......... 843,794 — 19,054 + 40, 
Sums met out of Loans under 
Defence Loans Act ............ 64,867 — 15,133 + 64,867 
SELF-BALANCING REVENUE AND EXPENDITURE 
(£000’s omitted) 
Larger (+) or 
Smaller (—) than 


Actual Budget Actual 
Revenue & Estimate Figures 
Expenditure 1937-38 1936-37 
Post Office and Broadcasting... 76,080 _ 378 + 4,200 


Expenditure on the defence forces fell £16,151,000 short 
of the estimated amount; but it was nevertheless 
£76,045,000 in excess of the amount spent in the previous 
year. 

A difficult problem faces the Chancellor of the 
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Exchequer in framing his Budget for 1938-39. The Esti- 
mates for the Supply Services (excluding borrowing and 
self-balancing items) total £692,301,000, and Supple- 
mentaries will be needed, even apart from the added re- 
armament that has been announced since the publication of 
the Estimates. Compared with 1937-38, the Supply Services 
will therefore require about £90 millions more, and there 
is little prospect of savings in the Consolidated Fund 
services. Total ordinary expenditure cannot be less than 
about £930 millions, and is likely to be rather more. 
Against this, the revenue in 1937-38 was £8724 millions 
and may, on the basis of existing taxation, be as much as 
£915 millions in 1938-39. But even on the most sanguine 
calculation, there is a substantial gap to fill. 

The final table shows the aggregate receipts and out- 
goings during the last seven years and also in 1913-14 and 
in 1929-30. These figures include the self-balancing items 
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and sinking fund allocations, but not, in 1937-38, the 
sums spent on the defence forces out of loans: — 


Expendi- 
Revenue ture Surplus Deficit 
(£000) (£000) (£000) (£000) 

1013-14 ....... 198,243 197,493 + 750 ‘ae 
1929-30 ....... 814,970 829,494 end — 14,524 
1931-32 ....... 851,482 851,118 +- 364 ma 
1932-33 ....... 827,031 830,354t isa — 3,323+ 
1933-34 ....... 809,379 774,927 + 34,452t 
1934-35 ....... 804,629 797,067 + 7,562 
1935-36 ....... 844,775 841,834 + 2,941 , 
1996-37 ....... 896,596 902,193 a — 6,597 
1937-38 ....... 948,660 919,874 + 28,786 


+ Excluding war debt payment to America, and the deficiency 
of {15-3 millions in the allocation originally made for sinking 
fund. 


¢ Disregarding war debt payments of £3-3 millions to America. 


REVENUE 


ORDINARY revenue under all heads produced £872.6 
millions in 1937-38, or £9.5 millions more than the Budget 
estimate and £47.9 millions (or 6 per cent.) more 
than in 1936-37, when revenue fell very slightly short of 
expectations. This satisfactory result is due entirely to the 
buoyancy of income-tax receipts, the large deficiency on 
stamps being offset by small gains under other heads. 
Details of Exchequer receipts in recent years are given in 


REVENUE (f millions) 


| | | 
1913-14|1929-30 1934-35]1935-36|1936 -37| 1937-38 
{ 




















i | | 
; oe De aoe | ; 
Customs .... | 35-5 | 119-9 | 185-1 | 196-6 | 211-3 | 221-6 
Excise ..... | 39-5 | 127-5 | 104-6 | 106-7 | 109-5 | 113-7 

a la L | Parts 

oc eciaensniea tosh ot | 75-0 | 247-4 | 289-7 | 303-3 | 320-8 | 335-3 
RIN TI cncccdiancaspeeeaioonne | 43-9 | 237-4 | 228-9 | 238-1 | 257-2 | 298-0 
EE iinb cennkhasetibbenokakbetnenson 3-3 56-6 51-2 §1-0 | 53-6} 57-0 
Estate, « SIOD: cimakchinhais atin 23 79°8 81-4 87-9 | 88:0] 89-0 
ee ee | 10-0] 25-7] 24-1] 25-8 29-1 24-2 
Nat. Defence Contribution ...... . | oa is) dee om 1+4 
Other In. R Dut | 3-4 | 32 | 3-1 2-1 | 1-7 | 1-7 

| 
Total Inland Revenue....... | 88-0 | 402-7 | 388-6 | 404-9 | 429-6 | 471-3 
Motor Vehicle Dutiest ............ | 26-8] 31:5] 30-8] 32-7] 34-6 
Tax Revenue ........ | 163-0 | 677-0 | 709-8 | 739-0 | 783-1 | 505-9 

aa on seat ame 
i | 
OD a isiscnstisthiiennbccstue 0:5 1-3 | 1:3 1-4 | 1:3 1-3 
ED, cncunescoesaenustonsen 1 1-6) 32-6) 4:4 49) 46) 5°2 
Miscellaneous ..............2...00++ | 2-3} 36-4] 15-1] 21-7] 24-6 | 13-5 
Post Office, Net Receipt, & Fund 6-2 9-0 12°3 11-7 11-1 11°3 
— - _ ——-} —_ — - ! = 
Non-Tax Revenue .........-. | 10-6 | 79-3] 33-1 | 39-7 | 41-6 | 31-3 
lek aed a 7 . ~ _ 

Total Ordinary Revenuet ....... | 173-6 756-3 | 742-9 | 778-7 | 824-7 | 872-5 

Self-balancing Revenue :— | 
Post Office and Broadcasting. 24-6 | 58:9 | 61-8 | 66-1 71:9 | 76-1 

ieaaiesouant ue wines cman aianinedh ices 

| 844-8 | 896-6 | 948-6 


RE TRGB oncnsccneccessend | 198-2 815-2 804-7 


+ Including Road Fund revenue formerly self-balancing. 





the accompanying table of revenue, and the various sources 
are discussed in more detail in later paragraphs. The 
relationship between direct and indirect taxation is brought 
out in the accompanying analysis. Direct taxes have been 


DIRECT AND INDIRECT TAXES 


Direct Indirect 
£ millions % of Total £ millions % of Total 
1913-14 78-0 47-8 85-0 52-2 
1929-30 376-9 55-6 300-0 44-4 
1933-34 369-4 62-1 339-6 47-9 
1934-35 364-5 51-4 345-3 48-6 
1935-36 379-1 61-3 359-8 48-7 
1936-37 400-5 51-1 382-6 48-9 
1937-38 447-1 53-2 394-1 46-8 


taken to include all Inland Revenue duties except stamps, 
while indirect taxes consist of Customs and Excise, Stamps 
and Motor Vehicle Duties. The latter, which we formerly 
excluded entirely from the calculation, have been brought 
into indirect taxation. Their effect is to add 2} to 24 per 
cent. to indirect taxation. 


Customs and Excise. — Since the 1937 Budget 
introduced no important changes in duties, the rise in 
1937-38 Exchequer receipts to a record level of £335 
millions is almost entirely due to higher purchasing power. 
The new beef and veal duties, however, which did not 


begin till December, 1936, were expected to yield £3 
millions for the full year 1937-38, against £541,000 for 
only 34 months of 1936-37. The actual increase in 1937-38 
is thus £14 millions, against a Budget estimate of £12 
millions. The accompanying table gives details for recent 
years under the main heads. 








Customs AND Excise Dutirs—Net Receipts ({£ thousands) 
1913-14, 1929-30 | 1933-34} 1934-35 | 1935-36 1936-37 
saseondnianiensabnendiitits emaenasetenanilietiiameet oe mee : edie 
sie a 23,976 | 42,599 | 33,453 | 32,363 | 34,917 | 36,214 
SUIT eiaesidhiiaeieriasiidiabiemnnds 13,655 77,151 58,855 | 58,696 | 60,798 | 62,689 
EUS: sudbsncandevce eoeses 1,152 4,881 4,142 4,397 4,632 | 5,148 
TD siisthinstastniwinitsacdie 6,499 43 | 3,935} 3,934] 4,082] 7,818 
a, a . 341 | 689 | 769 807 1,015 | 1,061 
SAID,“ casentseunieiess 3,329 | 13,549 | 12,204 11,759 | 11,623 | 12,220 
Tobacco ........ aii 18,284 | 62,794 | 67,523 | 70%61 | 74,994 | 77,336 
Matches and mechanical | | | | 

I iota 1 so | 4,170 4,025 4,115 | 4,209 4,337 
Hydrocarbon oils ae 841%) 15,042 40,408 42,300 | 45,129 | 47,801 
Entertainment duty...... . | 6,696 9,235 9,724 7,806 7,572 
Liquor licences, et 4,517 4,587 4,390 4,389 4,359 | ,587 
Other revenue dutiest ...... 2,633 | 3,210 3,019 2,822; 3,063] 3,156 
Total revenue duties...... | 75,227 | 235,411 | 241,958 | 245,967 | 256,627 | 269,919 
Silk and artificial silk . ss | 6,243 7,362 5,231 5,731 5,942 
“* McKenna "’ duties.... dee } 3,692 1,448 1,899 2,382 | 2,522 
Other protective dutiest i 2,637 804 | 843 879 | 1,535 
Import Duties Act, 1932 | ‘ 22,627 | 23,735 | 24,661 27,754 
Ottawa duties ......... : wa TO —_ 7,705 7,526 8,118 7,643 
Duties on I.F.S. goods...... sen ie 4,551 4,691 §,422 4,712 
Total protective duties 12,572 44,497 43,925 47,193 50,108 
Grand total ...ccccoscess 75,227 | 247,983 | 286,455 | 289,893 | 303,821 | 320,027 
t Including British wine, table waters, cider and perry, coffee and chicory, dried 
or preserved fruits, railway passenger duty, patent medicines, other licences, and 


miscellaneous.  % Safeguarding, abnormal importations, hops, and (1936-37) beef 


and veal. * Motor spirit duty, repealed 1921. 

An extra 2d. per Ib. on tea had been imposed 
under the 1936 Finance Act (to produce £3,500,000 
more in 1936-37), and a sur-tax of £1 per barrel on 
foreign beer, mostly lager (to produce £25,000 more). 
The principal increase, of £3,736,000 from tea, arose 
entirely from the higher duty. Next in size came 
£3,093,000 more under the Import Duties Act, manu- 
factured goods in Class III providing 60 per cent. of total 
net receipts under this head. A small reduction in 
entertainments tax was more than accounted for by the 
inclusion in 1935-36 of some receipts at the old rates. 


CONSUMPTION OF MAIN DUTIABLE ARTICLES 


(In millions) 
1929~—30 


1935-36 1936-37 


ee. | 12-2 10-2 10-6 
OS ee standard barrels 20-7 17-3 17-8 
Teak a ie ade s Baek Ibs. 401-7* 446-0 457-2 
Sugar: refined equivalent, cwts. 36-8 41-0 42-7 
Ds at beare sea cecadiiadiins Ibs. 151-5 168-8 174-5 
Artificial silk—home-madet+ lbs. 56-9 129-4 145-2 
Light hydrocarbon oil ...... galls. 903-0 1,246-1 1,303°8 


* 1928-29 t Quantities produced, including waste. 


Some 68 per cent. of this tax in 1936-37 was derived from 
cinemas and only 13 per cent. from theatres and music 
halls. As for consumption, the trend of the main com- 
modities is again upwards, though over a long period of, 
say, eight to ten years, the conclusions drawn are not neces- 
sarily the same. The apparent increase in tea consumption 
in 1936-37, however, is believed to be due only to fore- 
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stalments of the 1936 increase of duty, the Customs and 
Excise Report estimating that actual consumption fell. 


Inland Revenue.—In 1937-38 these taxes yielded 
£471.3 millions, against an estimate of £467.6 millions, 
and receipts in 1936-37 of £429.6 millions. Income tax 
was £9,836,000 above estimate, and of the increase of 
£40,749,000 above the proceeds of 1936-37, probably not 
more than £17 or £18 millions was due to the increase 
in the standard rate of tax. Sur-tax, though it yielded 
£3,520,000 more than in the previous year, was £940,000 
below estimate—a less serious deficiency, however, than 
in 1936-37. Estate duties were within £20,000 of the 
estimate of £89 millions, but stamp duties, which were 
estimated to produce about the same in 1936-37 and 
1937-38, yielded 17 per cent. less. 


Income Tax.— Exchequer receipts of £298 
millions in 1937-38 are £9,836,000 above estimate, £40.7 
millions more than in 1936-37 (when the Budget estimate 
was not quite achieved) and £10,619,000 above the 
1931-32 “high” of £287.4 millions. The estimate for 


INCOME Tax 





























i . 
Ex- | 34m" | Net Ex- | 720 | Net 
; |chequer oar lYieldt|| x... chequer| p Yieldt 
Year | Re. | Rate | per Year a ate per 
aa | of Tax!),- | siete of Tax wom 
ops lin the /| ia | “P'S lin the £| y 
| 
£ Mn. | s. d. | £ Mn. || | £ Mn. | s. d. | £ Mn. 
1913-14*) “43-9| 1 2 | 3-11 || 1933-34 228:9| 5 0| 3-99 
|| 1934-35| 228-9 4 6 | 4-21 
1930-31 | 256-0 | 4 6 | 4-58 || 1935-36] 238-1 | 4 6 | 4-25 
1931-32 | 287-4 | 5 0 | 4:58 | 1936-37 | 257-2 | 4 9 | 4-56t 
1932-33 | 251-5 | 5 0 | 4-16 | 1937-38; 298-0 | 5 0] ... 
1} | i 





* Including whole of Ireland. 
+ Calculated on basis of net produce of tax. 


+t Estimate. 

1937-38 had assumed a further £17,763,000 above 
1936-37 receipts from then existing taxation, £13 millions 
from the increase in the standard rate by 3d. to 5s., and 
some £150,000 from provisions relating to “ bond- 
washing.” Standard rates and the yield of income tax in 
previous years are shown in the accompanying table. For 
the first time in three years the 1937-38 Budget made no 
change in personal allowances. The exemption limit, on 
earned and investment income alike, remains at £125. The 
earned income allowance is one-fifth (£300 maximum), at 
which level it has stayed since 1931-32. Personal allowance 
for single people was reduced from £135 to £100 in 
1931-32, and has not altered since. The allowance for 
married persons continues to be £180, having been reduced 
in the Crisis Budget from £225 to £150, and subsequently 
raised. Children’s allowance is still £60 for each child, the 
policy of granting a lower allowance for children other 
than the first having been abandoned in 1935-36. One- 
third of the standard rate is still payable on the first £135 
of taxable income. Thus, owing to the maintenance of 


INCOME TAX AND SURTAX 





Married Couples with Three Children 


























Total 
= Earned Income |___‘iestm Investment Income 
come | —...._..__ —$<$<—|—___—_—_ ins 
1929-30 | 1933-34 1937-38 | 1929-30 | 1933-34 | 1937-38 
a —— 
: | , i aie . | ’ 
£ «@) £ w@) t ad f a@] £¢ edi £¢ wt 
300 = ws we oe 2100 ih 
400 os 5 00 ai ees 15 00 3 68 
500 3 34 15 00 3 68 11 100 33 26 12100 
1,000 67 34) 108 26] 87100) 100100) 158 2 6| 137 10 0 
2,000 250 10 0 333 26) 312100) 300100) 408 26) 387 100 
5,000 | 1,081 15 0} 1,420 0 0/1,399 7 6) 1,131 15 0} 1,495 0 0)1,474 76 
10,000 2,981 15 0} 3,852 10 0| 3,831 17 6| 3,031 15 0; 3,927 10 0'3,906 17 6 
50,000 | 22,106 15 0) 28,290 0 028269 7 622,156 15 0/ 28,365 0 0/28344 76 


| | | | 





Previous allowances, the incidence of taxation (income and 
sur-tax combined) has not varied much since 1936-37. The 
accompanying table shows the amounts payable at specimen 
income levels. 


The Finance Act, 1936, increased the standard rate of 
income tax to 4s. 9d. from 4s. 6d., raised the personal 
allowance for married people from £170 to £180 and the 
children’s allowance from £50 to £60 for each child, and 
provided against the evasion of tax by means of settle- 
ments. A rise in 1936-37 net receipts of £19.6 millions to 
£257 millions arose in part from an increase from £3,372 
to an estimated £3,530 millions in gross income (that is, 
all income brought under the review of the Inland 
Revenue, before any deductions). Out of the latter sum, 
£690 millions was deducted in respect of incomes below 
the exemption limit and for wear and tear, etc., leaving 
actual income at £2,840 millions against £2,710 millions 
in 1935-36. Earned income and personal allowances 
accounted for £1,560 millions, so that the taxable income 
was £1,280 against £1 236 millions. Details of the income 
falling under the various Schedules are given in the 
accompanying analysis. The sub-division among the 
various Schedules also reflects social changes. Since 


ANALYSIS OF ACTUAL INCOME (f£ thousands) 

















! 
east Income from 1913-14 | 1934-35 | 1935-36 | 1996-97 
stimates 
| 
A Land, etc., ownership...... 175,662 304,119 | 312,970 | 331,000 
B Occupation of lands, etc.... 5,373 29,318 29,621 29,000 
Cc British, Dominion and 
Foreign Govt. securities 47,776 148,277 143,936 | 145,000 
D Business, Professions, etc. 584,346 828,954 | 858,038 | 910,000 
E* Salaries of Govt., Corp. and 786,640 | 814,187 | 850,000 
Company Officials ...... 137,884 
Ditto, weekly wage-earners 518,329 | 551,138 | 575,000 
NE: niernanincesummensian 951,041 {2,615,638 men poenees 


| 
* In 1913-14, employments were assessed under Schedule D. 


1927-28 total actual income has risen by 174 per cent., 
but income from land and house ownership has risen 
by one-third, while under Schedule E, salaries, etc., 
have risen by one-fifth, and weekly wage earnings have 
doubled. Profits from businesses and professions have, 
however, dropped by 10 per cent., suggesting not so much 
that they are less profitable as that there is a greater ten- 
dency to seek salaried occupations. In those same nine 
years the number of persons whose incomes were above 
the exemption limit rose from 4,950,000 to 8,400,000; of 
the latter number only 3,450,000 were chargeable with tax. 


Sur-Tax.—Exchequer receipts in 1937-38 amounted to 
£57.1 millions, against an estimate of £58 millions, and 
receipts in 1936-37 of £53.5 millions. Revenue from this 
source has not been buoyant, and is still far short of the 
1931-32 “ high ” of £76.7 millions. Although the time-lag 
is considerable, the increase in the past two or three years 
has been disappointing, receipts in 1936-37 for instance 
being 5 per cent. below estimate. Also the number of 
persons assessed, which was 109,613 in 1929-30, had 
fallen by 19 per cent. by 1935-36. About three-fourths of 














SURTAX 
=" Total ~— 
var | Tosome | Number | iobte | Rcheaue 
ae pore Assessed — 
useice b> eae | £ | £ Mn. £ Mn. 
1913-14f ...... 5,000 14,008 176 3-32 
1931-32 ......... 2,000 94,087 469-56 76-70 
1932-33 ......... | 2,000 87,058 425-44 60-65 
1933-34 ......... 2,000 84,115 410-11 52-59 
1934-35 ......... 2,000 87,594 433-17 51-17 
1935-36 ......... 2,000 88,951 446-53 51-02 
1996-37 ......... 2,000 . | ° 53-54 
1937-38 ......... | 2,000 ° ? 57-06 
* Not available. t Super-tax. 


persons assessed to sur-tax in 1935-36 had incomes not 
exceeding £5,000. The accompanying table shows the 
number of persons assessed, the total income assessed and 
Exchequer receipts. 


National Defence Contribution.—The outstanding 
feature of the 1937 Budget was the imposition of a tem- 
porary tax on growth of profits, to help to meet the rising 
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cost of arms, and therefore called “ National Defence Con- 
tribution.” In its original form, the tax was of much com- 
plexity. It was payable on the growth of profits from an in- 
dustry, trade or business (but not a profession or employ- 
ment), calculated on the excess above one of two standards, 
at the taxpayer’s option. The profits standard was the 
average of the three years 1933, 1934 and 1935; the capital 
standard was, for companies’ profits 6 per cent. and for 
individuals 8 per cent., on capital—i.e. the assets employed 
in the business. Under each standard, N.D.C. was to be 
graduated in accordance with the rate of profits on capital. 
After much opposition, which extended likewise to 
modified proposals put forward in May, the final version 
was decided in June. The new N.D.C., to be levied for 
five years starting with accounting periods ending in the 
1937-38 financial year, is a flat rate on profits: 5 per cent. 
for companies and 4 per cent. for unincorporated busi- 
nesses. Professions and certain public utilities are exempt. 
Profits are calculated on income-tax principles, and 
N.D.C. (which will normally fall on the ordinary share- 
holders of a company) can be deducted before arriving 
at profits for income-tax purposes. Under both old and 
new versions, profits under £12,000 areallowed a graduated 
abatement, so that on £2,000 nothing is payable. In 
1937-38, N.D.C. has yielded £1,420,000, against an esti- 
mate of £25 millions for a full year. The yield estimated 
in the 1937 Budget from the original N.D.C. was £2 
millions in 1937-38 and £20 millions in a full year. 


Death Duties.—These duties yielded their estimate 
of £89 millions in 1937-38, against Exchequer receipts 
in 1936-37 of £88 millions. In 1936-37, estate duty pro- 
vided 88 per cent. of net receipts from all the death duties. 
The relationship between the number and size of estates, 
and the amount of tax they provide, is brought out in the 
accompanying table. It remains true that over 85 per 
cent. of all estates liable to duty have a net capital value 
of under £5,000, these same estates yielding, however, 
only around 4 per cent. of net receipts. But the number of 
all estates liable to estate duty in 1936-37 has risen by 


Estate Duty, 1936-37 




















| Numbers Net Capital Value Net Receipts 
| | | | 
| Per cent.) Per cent. | Per cent. 
Actual jf Total | £ Thous- of Total | AF Total 
Small Estatest ............ 55,638 | 37-64] 15,790 | 2-66 108 0:14 
Net Value | 
Not 
Exceeding exceeding | | 
£ 

100 5,000 | 73,703 49-85 | 114,607 19-36 3,131 4-07 
5,000 10,000 8,501 5-75 64,399 10-88 2,554 3-32 
10,000 25,000 6,127 4°15 98,461 16°63 6,769 8-79 
25,000 50,000 2,252 1-53 | 80,515 13-60 9,359 12-15 
50,000 100,000} 1,008] 0-68 | 69,795 | 11:79 | 11,764 | 15-29 
100,000 200,000 402 0-27 | 57,428 9-70 12,567 16-33 
200,000 500,000 156 0-10 49,940 8-44 14,210 18-46 
500,000 1,000,000 28 0-02 19,720 3-34 7,059 9-18 
1,000,000 3,000,000 10 0-01 15,274 2-58 7,194 9-35 
3, EE. Agticcescans 1 0-00 6,036 1-02 2,255 2-93 
Settlement Estate Duty it — 10 —0-01 
BE shdinenciemiinna 147,826 | 100-00 | 591,965 | 100-00 | 76,960 | 100-00 














+ i.e. up to £500 gross value. 


27 per cent. since 1928-29, and by 40 per cent. since 
1924-25. Large estates of £1,000,000 and over contri- 
buted appreciably less of net receipt in 1936-37 than 
in 1935-36 (12.28 against 19.14 per cent.). Of the net 
capital value total in 1936-37, personalty (excluding lease- 
holds) accounted for 84 per cent. The gross capital value 
of all properties was £638.3 millions, of which 55.8 per 
cent. was in securities of various kinds, 12.7 per cent. in 
house property, etc., and 20.3 per cent. in cash, money 
lent, insurance policies, etc. Legacy duty of £9.5 millions 
was paid on a capital of £264.7 millions. 


Stamp Duties.—In 1937-38 Exchequer receipts of 
£24.2 millions fell short of estimates by £4.8 millions 
owing to the large decline in Stock Exchange activity. The 
various sources of these duties are shown in the accom- 
panying comparative table. In 1936-37, 35 per cent. of all 
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stamp duties came from stock and share transfers, while 
share, debenture and loan capital duty provided £1,854,000 
between them, against £1,306,000 in 1935-36. As com- 


STaMP DvutTiEs: Net REcEIPTS 
(£ thousands) 








1913-14 1934-35 1935-36 1936-37 

Land and property ...... 1,879 5,101 5,526 5,701 
Stocks and shares, etc. 3,125 9,221 9,876 12,057 
Company capital duty 698 1,140 1,097 1,642 
Cheques and bills ...... 2,322 4,384 4,482 4,607 
SD ecunmaresthandesi 669 2,547 2,855 2,981 
ST? hes withieuhcebchaanes 955 1,851 1,969 1,988 
BR  csicentinnbcdve 9,648 24,244 25,805 28,976 


pared with 1928-29, the proceeds of transfer duties in 
1936-37 yielded 10 per cent. more, and capital duties 
60 per cent. less—a drop not wholly accounted for by the 
halving of share capital duty in 1933-34. 


Motor Vehicle Duties. —The Road Fund continues 
in being as the intermediary for subsidising road expen- 
diture, but all receipts from motor vehicle duties are pay- 
able into the Exchequer (instead of a fixed share, up to 
and including 1936-37), and the Road Fund is financed 
from Votes under Class VI. The Exchequer no longer 


(£ millions) 
(Years beginning April 1) Est. 
1933 1934 1935 1936 1937 


Motor vehicle duties, net 


III sainidinsadeesecnia 30:7 31-5 30:8 32:7 34:6 
Petrol and oil duties...... 40-4 42-3 5+ 1 47°3 50° 3 
Motor duties retained by 

POMOMODMET. 6.6600 ccccees. 5:2 5-1 9-5 10:5 12-1 
Road Fund expenditure 

(Revenue Acc.)......... 21:0 20:0 20:9 22:9 27-0 


receives a contribution from the Road Fund towards 
block grants under Class IX, and our estimate of expen- 
diture in 1937-38 accordingly includes £6,500,000 from 
that Vote as well as issues direct to the Road Fund. 
In the accompanying table we show the course of total 
motor vehicle receipts in recent years, and bring in for 
comparison receipts from duties on fuel, and road fund 
expenditure on revenue acccunt. The sums shown as 
retained by the Exchequer included not only the 
£5,000,000 or so “ Exchequer share,” but also the Road 
Fund’s surpluses for 1934-35 and 1935-36 paid into 
Miscellaneous Receipts in 1935-36 and 1936-37. 


Non - Tax Revenue.—This class of revenue consists 
of miscellaneous receipts (the largest item), Post Office 
net profits, receipts from sundry loans, and net revenue 
from Crown lands. In 1937-38 miscellaneous receipts of 
£13.5 millions exceeded the estimate of £11 millions, 
which had been put at no less than £13.6 millions below 
1936-37 receipts, owing to the disappearance of certain 
non-recurring items, especially the £5 millions odd of 
Road Fund surplus. Details of such revenue in 1936-37 
show that to the total of £24.6 millions, note issue 
profits contributed £985,000, Post Office Savings Bank 
surplus £3,937,000, while the Mint (in addition to its 
normal payment for 1935-36) handed over £1,500,000 


RECEIPTS FROM SUNDRY LOANS 
(£ thousands) 








1929-30 1934-35 1935-36 1936-37 

£ £ £ 

Int., etc., on war loans* 25,784 309 re hae 
Suez Canal shares ...... 1,834 2,395 2,449 2,248 
Anglo-Iranian shares... 1,088 567 1,313 1,125 
Other receipts ............ 3,934 1,101 1,172 1,177 
CO ee ee 4,372 4,934 4,550 


* Payments in respect of War Debts suspended from July 1, 1932. 


on account of 1936-37. Net receipts from Crown lands 
vary little, and at £1,330,000 much exceed the Civil List 
and other allowances to the Royal Family. Receipts from 
Sundry Loans yielded £5,230,000 in 1937-38, against an 
estimate of £4,300,000. Some details of these receipts in 
earlier years are given in the accompanying table. 
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ORDINARY expenditure in 1937-38 (including those sink- 
ing fund allocations falling within the fixed debt charge) 
was, at £841 millions, only £10.7 millions higher than 
in 1936-37, and was thus £11.8 millions below the Budget 
estimate. This unexpected result is due entirely to Civil 
votes. The Budget provided £10 millions for Civil supple- 
mentaries, but this was drawn upon to the extent of 
£3,666,000 only, and issues for the Civil and Revenue 
services of £407.8 millions were below original estimates, 
Budget provision, final estimates, and 1936-37 issues by 
£11,300,000, £21,300,000, £15,000,000 and £820,000 
respectively. The most important saving was £8,500,000 
on the Unemployment Assistance Board (as happened in 
1936-37 also). Broad divisions of expenditure are com- 
pared in the accompanying table. While the increasing 
pressure of armaments expenditure is by now a common- 
place, the trend of civil expenditure is also upwards. The 
year 1937-38 was exceptional in this respect, but exten- 
sive saving in 1938-39 is unlikely, the estimates for 
Class V apparently discounting variations in employment. 


EXPENDITURE (EXCHEQUER IssuEs) (f£ millions) 



























































! ' } ” 
1913-14} 1929-30 | 1935-36 | 1936-37 | 1937-38 | 1938-39 
ve a ie cates { (Est.) 
; ‘ee a 
National Debt services}. 24°5 355-0 224-0 224-0 224°0 | (224-0) 
Other Consolidated Fund | 

services | 12°8 22-2 14-0 | 11-6 12-0 (12-0) 
Total Con. Fund services 37-3 377-2 | 238-0 235-6 236-0 (236-0) 
Navy, Army, Ordnance, | een 

Air.. | 77-2 | 113-0 | 136-9 | 186-1 197-2 | 253-2+ 
Civil, Roads, Customs, | 

etc., and In. Rev. ...... 58:4 280-4 | 400-9 | 408-5 407°8 439-0 
Total supply services (ex- 

cludingP.O.and Broad- 

CAStiNg)........ceeeeeeeeee | 195-6 | 393-4 537-8 594°6 605-0 692-2* 
Total ordinary.... .. | 172-9 | 770-6 775-8 | 830-3 | 841-0 928-2 
Self-balancing§ :— 5 = 

Post Office and Broad- 

casting .. | 24-6 | 58-9 | 66-1 | 71-9 | 76-1 | 80-4 
Grand Total........... | 197°5 | 829-5 | 841-9 | 902-2 | 917-1 [1008-6 
| 

* Without provision for eventual Supplementary Estimates. t+ Excluding £90 
millions from Consolidated Fund. { Excluding sinking fund allocations falling out- 
side the fixed debt charge (£224 millions in 1937-38). § Former Road Fund self- 
balancing expenditure transferred to Civil Services for comparison. 


Consolidated Fund Services.—The Service of the 
National Debt (which is analysed in page 8 of this 
Supplement) accounts for over 95 per cent. of the £236 
millions spent from the Consolidated Fund. In 1936-37 the 
total national debt service was again £224 millions, made 
up of £117.1 millions interest on funded debt and annuities, 
£92.7 millions interest on unfunded debt, £1.1 millions for 
management and expenses, and £10.2 millions for specific 
sinking funds, leaving £2.9 millions for general debt re- 
demption. Civil List and other allowances and services 
absorbed £1,375,700, while issues for miscellaneous services 
were £1,864,000. 


Defence Services. —Just over a year ago it was 
estimated that some £1,500 millions would be spent on 
the fighting services in five years, but it has now been 
stated that this figure is almost sure to be substantially 
exceeded. And although the cost of defence in 1938-39 is 
so far estimated at £343.2 millions (including £90 millions 
from loans), or over three times the expenditure in 
1934-35, it is believed that the peak year will not be until 
1939-40. But European events since the Estimates were 
published, and the resulting decision to intensify re-arma- 
ment, make it practically certain that there will be heavy 
supplementary estimates in 1938-39. For 1937-38, how- 
ever, the original provisions of £198.3 millions (excluding 
loans) were roughly adequate, and issues to the defence 
services from Votes were £197.3 millions, against £186 
millions in 1936-37. While £100 millions of 24 per 
cent. National Defence Bonds were issued in April, 
1937, and the 1937-38 estimates required £80 millions 
from loans, only £64.9 millions of the proceeds were 
actually issued by the end of the year. 
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EXPENDITURE 


DEFENCE SERVICES NET EXPENDITURE 
(£ thousands) 





| Army and 








Navy Cuimonan Air Force Total 
a 

1913-14 ......... 48,833 28,346 it 77,179 
1934-35 ......... 56,616 39,692 17,671 113,979 
1935-36 ......... 64,888 44,654 27,515 137,057 
1936-37 ......... 80,976 55,015 49,996 185,987 
1937-38* ...... 78,065 63,703 56,500 198,268 
Bie F Aesensiy 105,065 90,703 82,500 278,268 
1938-39* ...... 93,707 86,041 73,500 253,248 
i eee | 123,707 116,041 103,500 343,248 








* 1937-38 final, 1938-39 Budget estimate. + After addition 
of proportion of Defence Loans.  $ Ordnance 1937-38 onwards, 


Power was obtained to provide £400 millions from loans 
in the five years ended March, 1942, and estimates for 
1937-38 and 1938-39 accordingly include £80 millions 
and £90 millions respectively from that source. The 
various services are paying interest (only) at 3 per cent. 
during the five years ended 1942, and thereafter enough 
to repay the principal in thirty years. Also any Budget 
surplus, instead of being used for debt redemption, is to 
be spent on defence and to count towards the £400 
millions from loans. Thus estimates for 1938-39 for the 
respective services include interest. 


Navy.—Total expenditure in 1938-39 is estimated at 
£123.7 millions, or about double that in 1935-36, and 18 
per cent. above 1937-38 estimates, and the net cost in 
1938-39 will be £93.7 millions, or £15.6 millions more 
than in the previous year, after allowing for £3 millions 
more from loans. While allowance has as usual been made 


Navy ExpENDITURE (f thousands) 


1937-38 
(Est.) 


1938-39 


1933-34 (Est) 











| 





| 
1894-95905-96 196-97 
| 


Average number of effectives) 89,863 | 91,351 | 94,259 | 99,386 | 112,000 | 119,000 














Wages, etc., of Officers and 
13,140 | 13,693 14,181 15,027 





Sl sivsncipendaniasdtceninanie | 12,514 | 12,689 
Victualling, clothing and 
ER biintecsjvossnsntine 3,559 | 3,513 | 3,841 | 3,975 4,689 4,862 
Fleet Air Arm ............... 1,089 | 1,338 | 1,993 | 3,572 4,200 5,718 





Educational and Scientific 





SIO on sacccezcr- 651 650 | 665 | 702 793 830 
Royal Naval Reserves...... | 373| 342! 334| 330 373 356 
Shipbuilding, Repairs, etc. | 18,449 | 20,929 | 25,784 | 35,179 32,455 | 40,881 

(51,455)t| (62,881)t 
8,629 7,410 | 10,392 
(12,410)t| (15,392) 

! 


Works, Buildings and 





| 
Naval Armaments ......... | 3,768 | 4,034 | 5,657 
| 


| 
| 
2,839 | 3,939 | 2,636) 4,092 











Miscellaneous ............ 2,816 | 2,622 
| (5,636)t| (7,092)t 
Admiralty Office ............ | 1,079 | 1,106 | 1,155 | 1,307 1,459 1,602 
Non-Effective Services ... | 9,145 | 9,393 | 9,479 | 9,650 9,869 9,897 
Total Expenditure from | 
ET haasadchesstnacseiatd | 53,443 56,616 —— 80,976 78,065 93,707 





| \(105065)t'(123707)F 


+ After adding proportion from Defence Loans. 


for underspending on contract work, the new estimates 
include nothing on account of the New Construction Pro- 
gramme for 1938, and a Supplementary estimate will have 
to be presented for the coming year’s proportion. The 
accompanying table compares expenditure under various 
headings in recent years. For 1938-39 the shipbuilding 
programme estimates total expenditure on new construc- 
tion at £34.8 millions, against an original estimate of 
£28.0 millions for 1937-38 (or a probable sum of £25.6 
millions). The need for large repairs and modernisation 
of capital ships, and the increasing prices of materials are 
reflected in the rise from £16.1 millions for 1937-38 to 
£20.2 millions for 1938-39 in the estimated cost of the 
rest of the building programme. 


ARMY.—Estimates for the army and the ordnance 
factories in 1938-39 require £86 millions from votes and 
£30 millions from loans, against 1937-38 estimates of 
£63.7 and £27 millions respectively. In 1938-39 the 
the army (only) requires in all £106.5 millions, including 
£21.1 millions from loans, an increase of £22.2 millions 
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from votes and £2.1 millions from loans as compared 
with 1937-38 estimates. Details are given in the accom- 
panying table. Warlike stores alone (mostly guns, small 
arms and ammunition) call for £38.4 millions gross, against 
an estimate of £25 millions in 1937-38. Vote 10 (works, 
buildings and land) is assuming an increasing importance 
in view of the policy of improving living conditions in the 
army. The gross estimate for this vote is £13.9 against 
£10.1 millions. 


ARMY EXPENDITURE (f thousands) 





























Clothing and Stores 20,368 33,335 


(33,868)) (47,335) 


4,358 | 5,153 | 8,060 | 14,752 | 

| | 
| 

| 4,802 5,991 | 4,882 8,137 
| 





Works, Buildings, etc., and 


| 9 
Amny only en eeneen 1935-36, 1936-37| E78 | Mee) 
| | 
Number of effectives......... has, 700 |149,500 | 152,200 1158, 400 | 168,900 | 170,000 
Pay, etc., of the Army ...... 9,416 | 9,514 | 9,439 | 8887 | 10,488| 10,819 
Territorial Army and Reserve} 4,721 | 4,777 5,056 | 5,979 7,867 9,775 
Medical Services ............... | 872] ‘910 | 1,010 | 1,106 | 1,055 1,105 
Educational Establishments 785 | 866 910 944 1,053 | 1,327 
Quartering and Movements | 1,205 1,269 | 1,650 | 2,358 1,909 2,446 
Supplies, Road Transport, “ 2 
oy aon | 3,758 | 3,851 | 4,450 | 4,794 | 6,005] 8,677 
| 
Misc. Effective Services .. 3,427 | 4,292 | A 
a (10,936)t| (15,280)t 
War Office .. | (802) 816 | | 852 938 i048 | 1,195 
Half-Pay, Pensions, etc. | 8,197 | 8,242 | 8,424 | 9,267 8,447 | 8,541 


Net expenditure ............ | 37,540 | 39,692 | 44,654 | 55,015 | 63,120 | 5,357 


| 
| | (82.47 4)t (106, 500)t 


+ After adding proportions from Defence Loans. 





The ordnance factories, for which separate estimates 
are again published, require £8,857,000 from loans in 
1938-39, against £7,946,000 in 1937-38, and from votes, 
£684,000 against £582,600. The proportion from loans is 
intended for the construction or conversion of factories. 


Arr Force. —Although since re-armament began, 
the R.A.F., now costing six times as much as in 1934-35, 
has been absorbing an increasing part of the total expendi- 
ture on defence (which has tended to be divided more 

AIR Force EXPENDITURE (f thousands) 























| 
| 1937-38} 1938-39 
1933-34 |1934- oe a (Est.) (Est.) 
eee ee eee 
Number of effectives ......... 28,470 | 28,780 | 35,942 | 48,583 | 70,000 | 83,000 
Pay, etc., of the Royal Air | 
ee 4,020 | 4,227 | 5,025 | 6,274 8,340 | 10,175 
Quartering, Supplies and | 
Transport. .............0:...+. | 1,400 | 1,456 | 2,537] 3,328] 4,780 6,144 
42,631 


Technical and Warlike Stores | 6,953 | 7,190 | 11,640 | 25,342 | 31,542 
| | (43,542) +! (60,631)t 


Works, Buildings and Lands | 1,390 | 1,820 | 4,864 | 10,560 4,836 3,800 
| | (18,836)t| (15,800)* 
Medical Services .............. | 278 295 | 335) 390 439 | 524 
Technical Training and | 
Educational ... 388 380 488 | 687 802 | 1,040 
Auxiliary and Reserve Forces! 464 406 473 | 549 | 967 | 1,660 
SION cacrensscstpoonoens 460 509 419 602] 1,925] 2,925 
Meteorological and Misc. ... 326 328 523 821 1,137 | 2,587 
es 643 691 1,024 1,250 | 1,490 
Half-Pay, Pensions, etc. ... 378 368 | 375 418 482 | 524 























Net Expenditure ...... 16,700 | 17,671 | 27,515 | 49,996 | 56,500 | 73,500 
|(82,500)t (103,500)+ 
| | | 


+ After adding proportion from Defence Loans. 





equally between the three services), it still costs the least 
in cash and the most in relation to the personnel. Estimates 
for 1938-39 require £73.5 millions from votes and £30 
millions from loans, against £56.5 and £26 millions re- 
spectively in the 1937-38 estimates. If civil aviation be 
excluded, the amount from votes should be £70.6 against 
£54.6 millions. Details of expenditure appear in the accom- 
panying table. The gross cost of aircraft and balloons is 
estimated at £42.7 millions, against £30.1 millions 
for aeroplanes and spares for 1937-38 under the old classi- 
fication. This increase is largely attributable to payments 
maturing on long-term contracts already placed. Vote 4, 
for works and buildings, actually shows a decrease, owing 
to the completion of new factories. 


Civil Estimates.— The 1938-39 Estimates for the 
Civil and Revenue Departments (excluding Post Office and 
broadcasting) and Roads require £439 millions, compared 
with Exchequer issues in 1937-38 of £407.8 millions, and 
a final estimate for that year of £422.7 millions. Of the in- 
crease over 1937-38 final estimates, however, air raid pre- 
cautions account for £3,315,000, and, as explained later, 
apparently about £5,000,000 of the higher charge upon 
Votes for roads does not represent a real rise in expendi- 
ture. Supplementaries in 1937-38 were small, the 





1938 


—.. 


largest being £864,000 for land fertility improve- 
ment. In 1936-37 net expenditure (excluding roads) 
of £381.2 millions was £8.6 millions less than final 
estimates, owing largely to substantial saving on unem- 
ployment. The accompanying table analyses broadly the 


Civil DEPARTMENTS NEt EXPENDITURE (f£ millions) 





| | | 
Pensionstt | 























Min. of | Rest || Total 
Year ) Educa-| Health |_——_——__——— Labour | (inc. || (adj) 
§ | | Ola | om ) ; 
| { . ae. Others 
j | } | age 
| } 
ora 7 wy 
1933-34... $1-1 | 21-6} 45-2 40-4 15-3 71:8 | 4h || 364-2 
1934-35... 52-9 | 22-4 43-5 41-8 | 16-2) 66:5 F 8:7 372-0 
1935-36 ... || 55°8 23-4 42:7 | 43-2] 17-2) 76:3 | 129-0 | 387-6 
1936-37 ... 58-5 24-8 41-7 44:2 18:3 70-7 | 137-0 || 395-2 
1937-38" ... 60-1 25:8 | 40°6| 45:5)! 19-5) 75-6 | 141°7 408-8 
1938-39f ... || 61-8 26°5 | 39-6 47:7 20-4 68°38 160-0 424°8 
i i | 
* Final estimate. ¢ Budget estimate. { Excluding baveds wie, including 


roads, § And Department of Health for Scotland. ** Ministry of Labour, unemploy- 
ment assistance or allowances, U.A. Board and Pub. Assist. grants (including Scot- 
land) from Class V. tt Old age, and widows, etc., (from Class V), and all Class VIII. 
actual or estimated cost of the Civil Departments in recent 
years, and the separate classes are discussed in more detail 
later under their respective heads. 


CENTRAL GOVERNMENT (Classes I, II and IIT).—Ex- 
penditure in these classes of the estimates is compared in 
the accompanying table. In 1938-39 the Central Govern- 
ment Votes should cost less than in 1937-38, as, in spite 
of a rise from £350,000 to £450,000 for the Secret 
Service, the expenditure of £302,000 for the Coronation 
will not recur. Supplementarics i in | 1937- 38 included a 


| 
1935- 36 | 1936- 37] 1937-38 | 1938-39 
Actual | Actual | Estimate Estimate 


z 
| 
Civil Votes : Class I, II & III. 


| £000 | £000 | £000 | £'000 
wo 


I. Central Government and Finance 2,018 | 2,271 | 2,653 2,512 
II. Foreign and Imperial—of which: ...... | 8, 593 | 9,213 9 275 _|10, 10,270 


F.O., Diplomatic and Consular 


PUIIIIL~ sntneadcnspesdnenasnteosesensees 1,428 rs 1,383 1,722 1,628 
ES EE DENUIOIED ccpcdscscvstccsessvnsese 223 157 145 141 
SS Fee | 2,293 | 2,992 2,893 2,892 
Dominion, Colonial and Misc. | | 

BEERS © sarcccssenssoenesevesnsovcnsoes . | 2,082 | 2,162 | 2,408 | 3,147 
Colonial Development Fund ......... |} 900 900 500 650 
India and Burma Services ............ | 1,667 1,619 1,607 1,812 


17,238 | 18,459 








III. Home Department—of which : 24,043 | 28,096 








Home Office (excluding A.R.P.) ...... | 494 | 567 | 571 | 647 
Air Raid Precautionary Services} ... 54 | 680 | 5,243 | 8,609 
RD: ‘ahihiebitipiesnatpeatantoiess . |12,517 | 12,972 | 13,656 | 13,959 
SE siccceniclinssiunivatinaresansanintonnns | 1,175 | 1,236 | 1,366 ‘| 1,601 

TE wate sencgsuecpnedananeecs . | 27,849 | 29,943 |35, 97 1 | 40, 878 


| | 


t Including headquarters’ expenses. 


further £84,300 for M.P.s’ salaries. Under Class II there 
is an increase in 1938-39 of £995,000, mainly due to 
£847,000 more for Colonial and Middle Eastern services, 
despite the reduced cost of defence in Palestine. Expenses 
incurred in Spain and to a lesser extent in China accounted 
for over £200,000 of Supplementaries for £285,000 in 
1937-38. In the Home Department, A.R.P. services are 
now assuming an importance second only to that of the 
police. Of the 1938-39 gross total for A.R.P., £4,518,000 
is for equipment and materials, £1,400,000 for grants to 
local authorities for A.R.P. (a new item) and £2,120,000 
for emergency fire brigade services. 











EDUCATION.—For 1938-39, total net estimates for 
Class IV are £65,487,000, but if broadcasting is excluded, 
requirements of £61,847,000 compare with a final estimate 
for 1937-38 of £60,096,000 (including a Supplementary of 
£177,000 for the new physical training services) and net 
expenditure in 1936-37 of £58,457,000. In recent years, 
however, average attendance in elementary schools has 
been slowly falling. For 1938 it has been estimated at 
4,441,000; in 1934 it was 4,907,453. The number of 
pupils at secondary schools, on the other hand, has risen 
appreciably. Last year the attendance was 484,676, against 
448,421 in 1934 and 377,540 in 1928. For 1938-39 the 
Class IV estimates include (for England and Wales only) 
£35.5 millions for elementary and £11.7 millions for 
higher education, £3.8 millions net for pensions and £2.3 
millions for the universities, while £7.9 millions is needed 
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for public education in Scotland. Apart from sums included 
in the certain grants for schools and colleges, physical 
training and recreation will require £515,000 against 
£238,000. Some details of expenditure on education 
generally in England and Wales are given in the accom- 


ENGLAND AND WALES 
ee 
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| ba ar, Total Expenditure 


+.A.’st 
Net Estimates by L.E.A.’s{ 














Cost per 

_— Elementary 

| | Pupil 

| Total |Grantsto|Elementary| Higher 

| Vote |L.E.A.’s| Education |Education 

| £ Mn {£ Mn. £ Mn. £ Mn d. 
1913-14 | 14-7 12-8 25-6 4-4 05 2 
1931-32 48-4 45-2 63-2 16-4 252 § 
1932-33 | 42-9 39-0 61-2 15-8 242 7 
1933-34 | 42-1 37-8 61-9 16-0 244 6 
1934-35 | 43-6 39°5 64-6 16-8 263 5 
1935-36 | 46:1 42-1 68-2 18:1 287 3 
1936-37 | 48-1 43-9 69-8 19-0 304 5 
1937-38 | 49-5t 44-8 70-8* 19-8* 311 1° 
1938-39 | 51-0§ 45-6 ee anor wee ny 72-6* 20-8* 327 1° 





* Provisional. + Including proportion borne by the rates. 
{ Final estimate. § Budget estimate. 


panying table. A large part of the increased total cost of 
elementary education in 1938-39, as against 1937-38, is 
due to special services and expenditure on reorganisation 
in preparation for raising the school-leaving age. Second- 
ary education in 1936-37 cost £27 14s. per pupil, against 
£27 in the previous year and £12 10s. in 1912-13. 


HEALTH, LABOUR AND INSURANCE (Class V).—In 
1938-39 this important class will absorb 39 per cent. of 
Civil and Revenue Votes. Total net estimates will require 
£172.3 millions, against an original estimate of £170.2 
millions for 1937-38. In that year, however, Supplemen- 
taries for £608,000 net were presented: £110,000 was 
wanted for special Coronation payments by the Unem- 
ployment Assistance Board, £301,000 for financial assist- 
ance to site companies and new factories in the Special 
Areas, and £197,000 owing to the larger number of old- 
age pensioners. 

Expenditure under this class in recent years is shown 
below : — 


(£ millions) 1933-34 | 1934-35 | 1935-36 | 1936-37 | 1937-38t | 1938-393 
~- _ a _ —_ — - — l - _— ———— — 
Total, Class V ... | 150-7 150:8 161-9 | 162-2 | 170-9 | 172-3 


9 
Pensions.......-.... | 52-4 | 54-8 67-2 | 59-2 61:5 | 64-7 


+ Final Estimate. ¢ Budget Estimate. 


The small net increase in 1938-39 does not reflect some 
substantial changes within the Departments. Thus, old-age 
pensions will require £2,200,000 gross more, the automatic 
increase in contributory pensions involves £1,000,000, and 
£4,000,000 more is to be spent on the Special Areas. Pay- 
ment to the Unemployment Assistance Fund, on the other 
hand, is estimated at £7,070,000 gross less than the 1937-38 
estimate. 


Health.—By far the greater part of Votes under this 
head is for housing, grants in the 1938-39 Estimates being 
for £17.7 against £17.3 millions gross. Grants in respect 
of the National Health Insurance Acts are to absorb a 
trifle more at £6,726,000. Apart from services actually 
rendered by the Ministry, and payments under the health 
insurance Acts, direct expenditure for health purposes 
continues to be quite small, though provision is made for 
physical training under the Education Votes. 


Labour and Pensions.—While the cost to the Ex- 
chequer of unemployment insurance does not fluctuate 
greatly (it is estimated at £22.8 millions gross in 1938-39, 
against £21.9 millions in 1937-38), unemployment assist- 
ance varies widely with the state of trade. A small rise in 
unemployment seems to be foreshadowed in the 1938-39 
contribution of £42.5 millions to the Unemployment 
Assistance Fund, as it exceeds by £7.1 millions the 
1937-38 estimates, which are now known to have been 
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about £84 millions too large. The gross cost of adminis- 
tration by the Ministry of Labour in 1938-39 is estimated 
at £6,297,000, of which £3,855,000 and £2,087,000 will 
be recoverable from the Unemployment Fund and the 
Unemployment Assistance Fund respectively, it being esti- 
mated that in 1938-39 some £39 millions will be paid out 
at the Labour Exchanges in benefit and some £39.2 
millions in unemployment allowances. 

Measures to stimulate employment (as distinct from 
the cost of unemployment as shown and defined in our 
table analysing the Civil Estimates) are, however, becom- 
ing increasingly important, the Special Areas Fund, for 
instance, receiving £7,500,000 in 1938-39 against 
£3,500,000 in the previous year, while employment 
schemes will receive a trifle less at £3,520,000. The net 
estimates for Class V in 1938-39 include some £80.6 
millions for “labour,” after adding in all such kinds of 
ancillary expenditure. 

Though it is normal for the cost of old-age pensions to 
rise, the increase of £2,200,000 to £47,700,000 for 
1938-39 is larger than in recent years. while the original 
estimate for 1937-38 did not prove quite sufficient. Con- 
tributory pensions are to receive £17 millions, the 
Exchequer share rising automatically by £1,000,000 each 
year. 


TRADE, INDUSTRY AND TRANSPORT (Class VI).—Esti- 
mates for 1938-39 amount to £40,646,000, against final 
and original estimates for 1937-38 of £33,166,000 and 
£31,383,000 respectively. The Supplementaries were 
larger for this than for any other Civil class in 1937-38, 
the total of £1,783,000 including £864,000 for the new 
service for land fertility improvement, £208,000 to the 
Milk Marketing Boards’ campaign to increase the demand 
for milk, and £334,000 in respect of foot-and-mouth 
disease. In 1938-39 roads will cost £22 millions, against 
£15.5 millions estimated for 1937-38, but the latter year’s 
grant was based on the assumption that the year would 
start with a balance of £5 millions in the Road Fund, so 
that the increase in expenditure by the Fund seems to be 
only about £1,500,000. But total grants under Class IX 
are practically the same in 1938-39 as in 1937-38, so it 
appears that some £6,500,000 for roads will again be 
provided from that source, making Exchequer and Road 
Fund expenditure on roads £28.5 millions, say, in all in 
1938-39. The Ministry of Agriculture will cost 
£3,444,000 net, while the Beet Sugar subsidy and the 
livestock industry are estimated to require £2,550,000 and 
£4,575,000 (against £2,250,000 and £4,732,000) respec- 
tively. A new item is £203,000 for the oats and barley 
subsidy in the United Kingdom. 


Works, STATIONERY, Etc. (Class VII).—Estimates 
for this Class in 1938-39 amount to £11,692,000, against 
an original estimate of £9,899,000 in 1937-38 and actual 
expenditure of £9,360,000 in 1936-37. In 1937-38, how- 
ever, Supplementary estimates for a total of £558,000 were 
presented, chiefly for various minor purposes. 


PEenstons (Class VIII).—This class comprises besides 
war pensions (including merchant seamen’s) some £3} 
millions annually for Royal Irish Constabulary pensions 
and sundry superannuation allowances. The whole Class 
will cost £43.1 millions in 1938-39, against an estimate of 
£43.9 millions in 1937-38, and actual expenditure in 
1936-37 of £45 millions. The gradual drop in war pensions 
roughly offsets the increase in widows, etc., contributory 
pensions under Class V. 


CONTRIBUTIONS TO LocAL REVENUES (Class IX).— 
Exchequer contributions under the Local Government 
Acts will absorb £54,248,000 in 1938-39, against an esti- 
mate of £54,392,000 in 1937-38 and actual expenditure 
in 1936-37 of £45,192,000. Since 1936-37, however, 
grants have been continued which formerly were reim- 
bursed by the Road Fund. 


Revenue Departments.—The cost of the Revenue de- 
partments (other than the Post Office) continues to rise 
slowly: details are given in the accompanying table. 
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REVENUE DEPARTMENTS ({ thousands) 





1937-38 
Est. 


1938-39 


| 
1913-—14|1935-36/ 1936-37 = 
Est. 











Customs and Excise | 2,431 | 5,973 | 6,065 











| 5,628 | 5,792 
Inland Revenue 2,052 | 7,500 7.611 | 7,923 | 8,220 
I ices | 4,483 | 403 | 13 85 





13,128 | 13,403 | 13,896 | 14,285 
i | : 
Expenditure in 1936-37, however, was slightly below esti- 
mate. Details for 1936-37 show that the cost of collection 


was 1.85 per cent. of gross sums collected, against 1.93 
per cent. in 1935-36. 


Post OFFICE AND BROADCASTING.—In and after 
1937-38 broadcasting belongs nominally to Class IV 
(Education), but for compgrative purposes is referred to 
here. The Finance Accounts show that hitherto the gross 
proceeds of wireless licence sales (£4,041,000 in 1936-37) 
were paid into the Exchequer as telegraph receipts, so that 
“Post Office net receipt” in the weekly revenue 
returns included the Government’s share of these sales 
(£705,000 in 1936-37). Theoretically self-balancing, the 
Post Office nevertheless hands over about one-eighth of its 
takings, a fixed annual contribution of £10,750,000 being 
due to the Exchequer. The Post Office gives up all its net 
surplus (total receipts less expenditure and net wireless 
receipts, subject to adjustment for work done by and for 
other departments), the fixed contribution being made up 
by payments to or by the Post Office Fund, whose assets 
in March, 1937, were £3,842,000. 

Post Office and broadcasting are estimated to cost 
£80,442,000 in 1938-39, against issues of £76,080,000 in 
1937-38, and expenditure of £71,866,000 in 1936-37. Of 
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these sums, payments to the B.B.C. require £3,640,000 in 
1938-39, against a final estimate of £3,230,000 for 
1937-38 and issues of £2,939,000 in 1936-37. In 1937-38 
a Supplementary Vote of £900,000 was required for Post 
Office purposes and £360,000 for broadcasting, largely 
for television and foreign broadcasts. The past year 
saw no important changes in rates, but there has beep 
considerable development of air mail services. Improve- 
ment and expansion of the telephone service has also 
continued. 

The Commercial Accounts for 1936-37 show operat- 
ing income on general account (excluding broadcasting) of 
£84,140,000, to which postal business contributed 
£44,080,000, telegraphs § £3,257,000, telephones 
£30,389,000 and remuneration for services for other 
departments £4,149,000. This was an increase of 
£4,087,000, thus revealing a similar rate of progress to 
that of 1935-36. Operating expenditure was £66,375,000, 
including £35,001,000 wages, etc., to the non-industrial 
staff and £7,984,000 for plant depreciation, but excluding 
£5,942,000 interest on capital. The year’s surplus (after 
charging interest and bringing in non-operating receipts) 
was slightly lower at £12,307,000. Letter traffic expanded 
satisfactorily, while parcel revenue recovered from the de- 
cline following the rate reduction of 1935, but owing to 
increased expenses, the telephone surplus was £654,000 
lower at £1,472,000, although operating income was 
£2,004,000 higher. The development of the telephone ser- 
vice is illustrated also by capital expenditure, which 
amounted to £13,598,000, against £10,477,000 in 1935-36 
and £7,653,000 in 1934-35. Capital is provided from the 
Consolidated Fund (issues in 1937-38 were £16,950,000) 
and is repaid by annuities from the Post Office Vote, 
which includes £12,358,000 for this purpose in 1938-39, 


THE NATIONAL DEBT 


AFTER its great fall at the period of the conversion of 
War Loan, the annual cost of interest on and management 
of the National Debt has recently started to rise again. 
The requirement in the year just ended was £216.2 
millions, which was £5.4 millions more than in 1936-37, 
when the figure was the lowest for recent years. This 
increase is only partly to be explained by the new policy 
of borrowing for re-armament, as the nominal amount of 
National Defence Bonds issued during the year was only 
£100 millions. Moreover, the amount actually spent out of 
this loan was only £64.9 millions, and even that total was 
only reached in the last days of the financial year, so that 
the money raised by the National Defence Bonds was avail- 
able for the greater part of the year to reduce the floating 
debt. The total of the floating debt, however, was higher 
for the greater part of the year owing to the increase in the 
total of the Exchange Equalisation Account by a further 
sum of £200 millions. Defence borrowing will, of course, 
become more important in the coming year, and it is clear 
that the lowest point of debt expenditure has been passed. 

Apart from the two transactions mentioned above—the 
issue of £100 millions of National Defence Bonds and the 
issue of a further £200 millions to the Exchange Equalisa- 
tion Account—the year 1937-38 was comparatively un- 
eventful so far as the National Debt was concerned. In 
the remainder of this section, the historical review has to 
end at March 31, 1937, in the absence of detailed figures 
for the latest year. 


Nominal Value.—The accompanying table divides the 
Debt into internal and external debt, and subdivides the 
former into categories according to dates of maturity. 
Funded debt includes all loans with no redemption dates 
or callable at the Treasury’s option only. Unfunded debt 
comprises all loans with definite dates of maturity, and the 
subdivision of Floating Debt includes liabilities falling due 
within a few months. The year 1922-23, when the post- 
war peak was reached, is retained for comparison. 

It will be noticed that the changes in the year 1936-37 


were comparatively small. Floating debt was reduced by 
£84.1 millions and the remainder of the unfunded debt 
increased by £89.7 millions. This was accomplished, in the 
main, by issues of 24 per cent. and 2} per cent. Funding 
Loan and by the reduction, on maturity, of the total of 
Treasury Bonds. 


NOMINAL VALUE OF NATIONAL DEBT AT MARCH 31ST ({ MILLIONS) 


| 


1923 | 1934 1935 1936 | 1937 








| 
INTERNAL DEBT | | | 
Funpep Dest | 
Pre-war Funded Debt* . | 314-2 | 313-3 | 313-3 313-3 | 313-3 
34% Conversion Loan ... | 683-6 | 742:0| 739-6} 739:6| 739-4 
4% Consolidated Loan .@..... | 400-9 400°9 | 400-9 400°7 
33% War Loan ...... : } 1,918-1 |1,914°3 | 1,912-7 1,911°5 
| = = a | nee — 
Total Funded Debt . | 997-8 | 3374-3 | 3,368-1 | 3,366-5 | 3,364-9 
TERMINABLE ANNUITIES | 3°71 12:1 12-1; 12-1 12-1 
INTERNAL Unrunpep Drst:— | | 
(a) Other than Floating Debt: | | | 
24% Conversion Loan ......... | 206-5 206-5 | 206-5 | 206-6 
3% Conversion Loan : 301°8 | 301°8 301-8 301-8 
34%, 4%, 44%, 5% WarLoan |2,170'8 |]... _— oe | ae 
24% Funding Loan ...... * | 126-0 200°3 
22% Funding Loan ........... | . | 100-6 
3% Funding Loan............. | . | 148°8 147-2 | 145-6 
4% Funding Loan............ 400-4 | 364°3 | 361-0 357-6 | 354-0 
44% Conversion Loan ....... . | 875-4 375-4 368-9 365°9 
5% Conversion Loan... | 323-0 | 323-0 322-8 | 322-8 
4% Victory Bonds seseseee | 353°9| 826-71 323-5] 320-3] 316-9 
Exch. and Nat. War Bonds . Leere tw , | a : 
Treasury Bonds......... vensen 411-0 384:2 | 234°3!} 172-2] 100-0 
Savings Certificates .......... | 353-8 | +393-7 +397°4 | $395-8 | 394-3 
Total of (a) (inc. other debt) | 4,795-3 | 2,677-4 | 2,671-7 | 2,719-1 | 2,808°8 
(b) Floating Debt: — -| —____—_—_| -—— - —_———— 
Treasury Bills............. | 616-0] 799-8 | 799°3| 763-1] 674°6 
Ways and Means Advances |} 193-9; 44:9) 341) 19:1 23°5 
Total Floating Debt ... 809°9 | 844-7 | 833-4 | 782-2] 698-1 
| | — 
Total Internal Unfunded Debt | 5,605-2 | 3,522-1 | 3,505-3 | 3,501-3 | 3,506-9 
Tota, INTERNAL DEBT ............ | 6,616-7 | 6,908-6 | 6,885-6 | 6,879-9 | 6,883 9 


BAMBNAR DERE oc0ssccscersvecsece | 1.155 7 | 1,036-5 | 1,036-5 | 1,036-5 | 1,032°6 


Totat Drap-wricnt DEBT ....... . |7,772-4 | 7,945-2 |7,922-1 | 7,916-4 | 7,916°5 
Funding Loan and Vic. Bds. held | 
by Nat. Debt Commissioners 30-2] 122-9] 121:7} 120-6] 119-3 


Net Totat Deap-wricnut Dest ... a 2 | 7.822 3 |7,800°4 7,795 8 | 7,797°2 
} 


Sreeeeerencereeeenrensieeetee 


* 24% oS and 23% Annuities, and Debts to Banks. 
¢ Includes National Savings Bonds 
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The table, however, does not give a completely 
accurate picture of the position of the National Debt. On 
the one hand, it takes no account of the assets acquired 
against the debt; and on the other hand it omits the interest 
accrued on Savings Certificates. The table also omits 
certain other liabilities of the State, such as loans con- 
tracted under various Telegraph Acts, Public Offices Acts, 
etc.; but since there are physical assets against these liabili- 
ties, they may properly be omitted from a calculation of 
deadweight debt. The same remark applies to the con- 
tingent liabilities of the State. The external debt poses a 
difficult problem. This all arises from the Great War and 
interest is not actually being paid upon more than 0.01 per 
cent. of the nominal amount. If it is to stand in the 
accounts as a liability, the equally moribund claims of the 
British Government on other countries, amounting in the 
aggregate to a much larger sum, ought to be offset against 
the total. It would seem more realistic, at least for recent 
years, to ignore both liabilities and claims. 

In the following table an attempt is made to arrive at a 
figure of the net indebtedness of the State. External liabili- 
ties and claims are ignored, as are the “ other liabilities ” 
mentioned in the preceding paragraph. 


Net INDEBTEDNESS OF THE STATE 
(£ millions) 


Mar. 31, Mar. 31, Mar. 31, Mar. 31, 
1934 1935 1936 1937 
Net total deadweight (as 











ipso cendhssavadsevenes 7,822-3 7,800-4 7,795-8 7,797-2 
Deduct External debt ........ 1,036-5 1,036-5 1,036-5 1,032-6 
6,785:8 6,763-9 6,759-3 6,764-:6 

Add accrued interest on 
saving certificates ......... 98-5 107:3 116-3 124-0 
6,884-3 6,871-2 6,875-6 6,888-6 
Deduct estimated assets ..... 620-7 517-1 510-1 499-7 
6,263-6 6,354-1 6,365-5 6,388-9 
Deduct Exchequer balances 2-6 2-5 2:7 2°7 
TENN WGN aakexancdesaceens 6,261-0 6,351-6 6,362-8 6,386-2 

































FLOATING DEBT 
(000’s omitted) 
Mar. 31, Mar. 31, 


1937 1938 Change 
Ways and Means Advances out- 
standing :— £ £ £ 
By Bank of England ............ Nil Nil i 
By Public Departments......... 23,535 13,095 — 10,440 
Treasury Bills Outstanding ...... 674,595* 828,660* + 154,065 


Total Floating Debt Outstanding 698,130 841,755 + 143,625 


* Includes £49,000 in 1937 and £66,000 in 1938, the proceeds 
of which were not carried to the Exchequer during the period 
of the account. 


The list of issues under various Acts is lengthening year 
by year. All these are formally repayable. Even the issues 
under the Defence Loans Act will be repaid out of Supply 
Votes. But some of these sums in past years, especially the 
advances for various agricultural purposes, have proved to 
be merely disguised current expenditure. 

The increase in the floating debt over the year is more 
than fully accounted for by the issue of £200 millions to 
the Exchange Equalisation Account. But for this there 
would have been a reduction over the year of £56,375,000. 
The balance of the cash raised by the issue of National 
Defence Bonds and not spent in the year is £34,793,000. 


The Debt Charge.—In his Budget of 1928 Mr 
Churchill introduced the principle of a fixed debt charge 
which should include both interest and sinking funds. This 
charge he put at £355 millions. In the second Budget of 
1931 this principle was abandoned and separate provision 
was made for interest and sinking funds. For the last five 
years no provision has been made in the Budget for sink- 
ing funds, but in fact the sum provided for interest and 
management has in every year been sufficiently in excess 
of the actual requirement to provide a margin for debt 
reduction. The reduction of the Budgetary provision for 
the Debt from £355 to £224 millions, however, is not 
entirely due to the omission of a sinking fund. Over £50 
millions of the reduction is due to the fall in the interest 
charge, which is shown in the accompanying table. 


NATIONAL DEBT INTEREST (f millions) 











Even this does not give a complete picture, for there 
are various assets held by Public Departments and funds 
under the control of the Treasury. The “ estimated assets ” 
shown in the table include only financial assets. The largest 
items on March 31, 1937, were the Exchange Equalisation 
Account, £375 millions, and the estimated market value 
of the Government’s holding of Suez Canal shares, £78.6 
millions. 


Changes in the National Debt, 1937-38.—The 
chief changes in the National Debt in the past year were 
as follows : — 


(000’s omitted) 





Receipts £ | Issues £ 
24% National Defence | National Savings Cer- 
Bonds, 1944-48 ..... 99,660 | tificates (met de- 
Sums raised under the I ce ctinintacenss 4,300 
Post Office and Tele- | National Savings Bds. 
graph (Money) Acts 16,950 | paid off................. 409 
Treasury Bills (net Other debt redeemed 93 
re 154,048 | Ways and Means Ad- 
Temporary Advance re- | vances (net decrease) 10,440 
ees casisestvesesidess 300 | Temporary advance ... 300 
Other repayments...... 1,696 | Issues under the Post 
Exchequer balances de- Office and Telegraph 
MINUET -avaicnasivadseats 336 (Money) Acts ........ 16,950 
~ — | Issues under the North 
272,990 | Atlantic Shipping 
EE ncacscenieveensace 28,787 BEE Whtidce decadecnss os 500 
Issues under the Tithe 
BY stugeiinis ess +s 3,867 


Issues under the Ex- 
change Equalisation 








Account Act ......... 200,000 
Issues under the De- 
fence Loans Act...... 64,867 
Issues to National Debt 
Commissioners ...... 40 
Old Sinking Fund...... 11 
301,777 301,777 





























| Total 
Savin | Othe oe Interest, 
Treasury | 22@Vings Total of | . an Manage- 
| Bills. | Certifi- (1) & (2) Interest and oneel 
; cates Charges Ex etc. ( (3) 
| | | penses | to (5) 
(1) ' (2) (3) | (4) (5) | (6) 
1931-32 20-7 | 15+3t 36-0t | 251-6 1-9 289 -5t 
1932-33 ... | 5-9 15-0t 20-9t 259-2 2-1 282-2+ 
1933-34 | 4-1 11-1 15-2 | 200-0 | 1-1 216-3 
1934-35 5 | 80 12-5 | 198-1 | 1-0 211-7 
1935-36 ... 3°5 8-9 12-4 198-1 1-0 211-5 
1936-37 ... | 3-8 | 9-4 13-2 | 196-6 | 1-1 210-9 








t+ In 1931-32 these figures were exclusive of £8,430,922 and in 1932-33 of 
£2,655,995, paid as interest on Savings Certificates in excess of provision in the 
Permanent Debt Charge. 


The total charge in 1937-38 was £216.2 millions. 


Debt Redemption.—The composition of the nominal 
sinking fund during the six years 1931-37 is shown in the 
following table : — 


(000’s omitted) 





| 1931-32 | 1932-33 | 1993-34] 1994-35 1935-36] 1936-37 
amphi sins liersiliatncmnaaiasianiidipiaitiaiageaai 
! 


Specific Sinking Funds 

















| 
| ! ' 

Principal of Terminable £ £ £  : £ £ 

Annuities ................ 932}; 909; 920 928 | 922] 933 
Sinking Fund for— | | 

34% Conversion Loan. | 15,302 7,503 ola 

4°% Consolidated Loan | 10,000] 2,310 me os "a 

4% Funding Loan ..... 3,451 3,581 3,726 | 3,868 4,002 4,141 

3% Funding Loan ..... : wea sa 1,135 1,639 1,688 

4% Victory Bonds .... 2,823 2,936 3,053 3,175 3,302 3,434 
U.S.A. Government Loan ai 9,091* fan hes “a on 

Total of above........... 32,508 | 26,330 7,699 9,106 9,865 | 10,196 
BD wiccinrniacastvnacsiica 51 3,237 | 2,601 | 2,931 











Nominal Sinking Fund .. | 32,508 26,330 | 7,750 | 12,343 | 12,466 | 13,127 





* This represents proportion of total payment made on December 15, 1932, which 
would normally count as repayment of capital, although the right was reserved to 
treat the whole sum on this occasion as a capital payment. 

+ This balance was issued to the National Debt Commissioners and used to purchase 
and cancel £2,931,162 of 44 per cent. Conversion Loan. 

The total of the sinking fund, however, does not neces- 
sarily indicate the actual debt redemption in any year. 
Budget surpluses or deficits have to be added or subtracted, 


as the case may be, and in addition there are borrowings 
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and repayments for special purposes. For example, in 
1937-38 and subsequent years, the borrowing for defence 
purposes will have to be deducted. In 1937-38 the surplus 
of £28,785,428 and the nominal sinking fund of 
£10,544,252, making a total of £39,329,680, are out- 
weighed by the defence borrowing of £64,867,000. The 
difference of £25,537,320 does not, however, represent a 
net total increase of debt, as there are other items to be 
allowed for, of which full details will not be available until 
the Finance Accounts appear. For example, in the calendar 
year 1937, the Unemployment Fund paid £1,618,653 to 
the National Debt Commissioners in reduction of the 
principal of its debt, and there will be a similar sum for 
the financial year. On the other hand, there are capital 
sums which are included in revenue, and should therefore 
strictly be deducted from debt reduction. National Savings 
Certificates are also a complicating factor. Interest on 
these certificates is only paid on maturity and is therefore 
included in the capital item. Furthermore, the accrued 
interest on certificates outstanding mounts up year by year; 
the increase in 1936-37, for example, was £7.7 millions. 
Finally, in any strict calculation, the net total of debt 
redemption is affected by conversion operations which, 
through the issue of stock at a discount, increase the 
nominal total of the Debt. For all these reasons, it is 
impracticable to give an inclusive figure for the net 
redemption of debt in any year. It can only be said that 
the nominal total of the sinking fund is only the most 
approximate guide to the real position. 

The final table summarises the figures of the net nominal 
total of deadweight debt and of the cost of interest and 
management, with the latter expressed as a percentage of 
the former: — 

THE NATIONAL Dest, 1913-1938 
Net nominal total of 


£ millions) 


Financial Deadweight Debt Intere Col. (2) as 
Year outstanding at end Management, °% of col. (1) 
of Financial Year etc. 
(1) (2) 
ND askvsccnss 649-8* 19-3 2-97 
EE daictunsods 7,433-9 289-5 3-89 
EE cenanuscns 7,643-8 282-2 3-67 
a, 7,822-3 216-3 2-77 
a 7,800-4 211-7 2-71 
1935-36 .......... 7,795°8 211-6 2-71 
BME ccoccsccss 7,797 -2 210-9 2-70 
eee 8,036 - OT 216-2 2-69 


* Debt at beginning of year. + Provisional 
estimate, excluding sinking fund allocations. 


LOCAL AUTHORITIES 


WE have estimated that the expenditure incurred in the 
United Kingdom on Revenue Account by the Government 
and Local Authorities combined was roughly £1,076 
millions in 1934-35. The information that follows applies 
to expenditure of local authorities in England and Wales, 
the accompanying table summarising the main features of 
local finances. 

Rate Fund services in 1934-35 cost £340.3 millions on 
revenue account (against £326.5 millions in 1933-34) and 
£62.1 millions on capital account (a trifle less). Expen- 
diture on capital and revenue account combined included 
£91.6 millions for elementary and higher education 
(against £87.5 millions); £71.7 against £69.9 millions for 
all public health services, including mental hospitals and 
mental deficiency treatment; £37.2 against £34.7 millions 
for poor relief; and £22.7 against £21.7 millions for police. 
Housing schemes cost £60.7 millions, of which £18.9 was 
on capital account, largely from loans. In addition, £13 
millions was spent on small dwellings acquisition, £10.6 
millions being of a capital nature. Highways and bridges 
absorbed £55.5 millions (about the same), of which £4.3 
millions came from loans. Apart from rates, £77.1 millions 
was received on revenue account from specific grants, 
including £40.4 millions for education, £13.4 millions for 
housing and £10.7 millions for police. Other income on 
revenue account in the form of fees, rents, etc., yielded 
£56 millions, out of which housing schemes and small 
dwellings accounted for £27.5 millions. On capital 
account, receipts from loans for rate fund purposes 


approximate 
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amounted to £43.8 millions, including £21.7 millions for 
housing, while Government grants of £2.1 millions were 
made for roads and £9.9 millions was received from other 
sources. 

The various trading services (other than housing) in 
1934-35 spent £75.9 millions in working expenses (the 
proportion due to electricity supply being £3.2 millions 
higher at £23.6 millions) and £35.1 millions on loan 
charges. Capital expenditure of all kinds was £243 
millions, an apparent decrease of £7.2 millions, which is 


£ millions 
1931-32 1932-33 1933-34 1934-35 


Income 
Total on Revenue Acc. ...... 446-8 441-6 446-6 461-4 
Of which rates ............ 148-3 146-3 148-6 = 154-8 
SND a vcsasescces 126-5 120-5 121-6 125-0 
Receipts from loans ......... 92-6 80-8 62-8 64-8 
Expenditure 

Total on Revenue Acc....... 435-0 430-3 433-2 454-8 
Of which loan charges ... 96-2 100-0 100-5 101-0 
Total on Capital Acc. ...... 116-8 84-8 89-3 80-6 
Of which sinking fundst 7°1 7:9 18-6 8-9 
Rateable value at start...... 265-3 269-9 274:2 285-3 
Gross loan debt at end ...... 1,356°8 1,393-6 1,404-4 1,421-5 
Of which education ...... 71-4 75-0 75-6 76:4 
Sewers, etc. .......... ‘ 70-2 74-8 78-1 79-3 
ri chscosneenesss 448-5 466-7 480-8 492-4 
Trading and water .... 471-5 475-6 470°:7 472-3 
SE. “ochadstebiunnssask 295-2 301-5 299-2 301-1 

Balances in sinking funds, 
Be audi vetvucccarusebrkkelcwes 91-0 93-2 98-2 99-9 


tT Including repayments 


more than accounted for by the transfer to the L.P.T.B. 
of tramways, dealt with as a repayment of £9.4 millions. 
Capital expenditure on works was actually £2.6 millions 
higher at £24.4 millions. 

While full details of local finance for later years are not 
yet available, it was estimated that rates brought in £163.5 
and £171.5 millions in 1935-36 and 1936-37 respectively 
in England and Wales and £19.2 and £20.3 millions in 
Scotland. 


SOCIAL SERVICES 


WE now summarise total expenditure in Great Britain 
upon the various social services in 1935-36—the latest year 
for which details are available. The first of the accompany- 
ing tables shows the gross cost of these services, and the 
second the way expenses are met, including receipts in the 
form of insurance contributions, rents, school fees, etc. 
Loan service (amounting to £48 millions in 1935-36) is in- 
cluded in, but capital disbursements from loans are ex- 
cluded from, total expenditure. It so happens that unem- 


EXPENDITURE ON SOCIAL SERVICES (f millions) 


Year ending March 31, 
1924 1933 1934 1935 1936 








Unemployment Acts ... 48-0 117-7 101-5 99-1 99-0 
Health insurance]| ...... 30:9 37-5 36-0 36-7 38-3 
War pensions .......... . 69-6 44-5 42-8 41-2 40-5 
Oldageandother pensions 24-0 81-3* 83-2* 85-6* 88-4* 
ch nis ccanns 86-6 101-5 102-3 106-3 112-4 
Working-class housing... 16-6 44-3 44-8§ 46-1 48-2 
PU IEEE oc escscessassecsss 41-9 44-1 46-1 49-2 51:8 
Health servicesf ......... 14-5 21-3 22-6 23-8 25-2 

Total .................. 3382°1 492-2 479-3 488-0 503-8 
Total, less War Pensions 262-5 447-7 436-5 446-8 463-3 


* Includes widows’, orphans’ and old age contributory pensions. 
+ Comprising hospitals, maternity, lunacy, etc. 
§ Year ended March 31, 1933, for England and Wales. 


|| Calendar years. 


ployment cost practically the same in 1934-35 and 
1935-36, but in recent years this item has caused some 
fluctuation in the cost of the social services. If it is 
eliminated, expenditure rose somewhat slowly in the de- 
pression years (from £367.1 millions in 1930-31 to £377.8 
millions in 1933-34), and since then at a faster rate, the 
£404.8 millions spent in 1935-36 being 7 per cent. higher 
than in 1933-34. An additional expenditure of £6.1 
millions on education accounted for nearly 40 per 
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cent. of the total increase in all classes between 1934-35 
and 1935-36. A large proportion of expenditure on revenue 
account upon housing consists of loan service, which in 
1935-36 required £33.7 millions. The tables, however, do 
not include capital expenditure on housing of some 
£26,098,000 in 1934-35, and of £4,800,000 on schools, 
etc., in 1935-36. Poor relief is mainly a local matter, the 
Parliamentary votes for this purpose in 1935-36 being due 
almost entirely to compensation of £5,692,000 paid in re- 
spect of the postponement of the “Second Appointed 














£ millions | 
| Receipts from Per- 
Social Services | p._ Pee eee eee al pone a) 
in 1935-1936 | -4;_| Rates| Parlia-] Other | po” in 
P and | men- | Sources & 


ture | block tary | (Fees, ceipts |(Millns.) 


grants} Votes | etc.) 



































Unemployment: | 
Insurance ... | 52-1 | 21-9} 44-0 | 65-9 12-6 
Trans. ben.t | 46-9 | 46-8 46-8 = 
Health Insur.... | 38-3 | 7:4 34-8 | 42-2 19-2 
Pensions : 
Widows, etc.*| 44-6 er 25°5*| 25-5*| 2-1 
Old Age...... | 43-8 - | 43°8 ns 43-8 | 1-9 
 nonvecavs 40-5 |... 40-5 ci | 40-5 | 0-9 
Education ...... 112-4 | 51-1 52-4 8-9 |112-4 7°9 
Housing......... | 48-1 3-9 15-9 28:4 | 48-2 
Poor relief...... 151-8 | 42-6| 5-8] 3-5 | 51-9 1-8 
Health services | 25-3 | 22-0 0-3 2-8 | 25-1 
Total ...... [503-8 119-6 | 234-8 | 147-9 |502-3 
* Exchequer contribution was £14,000,000 in 1935-36. 
t Transitional payments aad unemployment allowances. 
(a) Unemployment and Health insurance: insured persons. 


Day ” for bringing the new unemployment regulations into 
full operation. National Health Insurance is financed en- 
tirely by contributions and by the Exchequer, but the cost 
of various health services (for hospitals, child welfare, 
mental treatment and so on) falls overwhelmingly upon 
local rates, though our figures do not include expenditure 
by certain voluntary agencies except to the extent that local 
authorities make contributions. These health services (as 
distinct from insurance) form by far the least costly branch 
of the social services, and represented in 1935-36 but 5 per 
cent. of total expenditure. Their proportionate increase has, 
however, been considerable in recent years, and figures for 
later years will no doubt show some amelioration owing to 
increased Parliamentary provision for maternity services 
and for the “ fitness campaign.” 


INFORMATION ON PUBLIC FINANCE 


THE figures of the national accounts are to be found in a 
variety of official publications. Taking the series, chrono- 
logically, the first to appear are the Estimates, which are 
published from two to five weeks before the financial year 
begins on April Ist, and contain a detailed review of esti- 
mated expenditure on the Supply Services during the 
coming year. The Estimates are published under five heads 
—Armny, Navy, Air, Civil Estimates and Revenue Depart- 
ments; and the Civil Estimates are further sub-divided 
into nine classes. The Civil and Revenue Department 
Estimates, before their publication in detail, are sum- 
marised in a paper entitled Vote on Account. 


The estimated expenditure on the Consolidated Fund 
Services is revealed by the Chancellor of the Exchequer in 
his Budget Speech in April, and the Financial Statement 
which is issued at the same time contains complete esti- 
mates of total revenue and expenditure, as well as the 
results of the previous year’s working. 


Returns of Revenue and Expenditure are published 
weekly throughout the year and appear in every Wednes- 
day’s newspapers. Returns are also published at the end 
of each quarter. Supplementary Estimates for expenditure 
not included in the original Estimates are issued as White 
Papers as occasion requires in the course of the year. 

After the financial year is concluded, the Chancellor of 
the Exchequer usually reviews its main features in his 
Budget Speech. In the following September the Finance 
Accounts are published, giving more detailed summaries 
of expenditure and revenue and of transactions relating 
to the National Debt and to the position of Sinking Funds. 
Finally, detailed accounts of expenditure, audited and 
commented upon by the Comptroller and Auditor-General, 
appear in the Appropriation Accounts and in the Abstract 
Account of the Consolidated Fund. Full details of revenue 
can be found in the Annual Reports of the Commissioners 
of Inland Revenue and of the Commissioners of Customs 
and Excise. Details regarding the National Debt over a 
series of years appear in two returns giving Aggregate 
Liabilities and Cash Transactions of the State and Dead 
Weight Debt, respectively. Other information is to be 
found in the Post Office Commercial Accounts, Road Fund 
Accounts and Trading Accounts and Balance Sheets (which 
refers to Commercial Services of the Government). 

Certain special aspects of public finances are to be found 
in a return entitled Public Social Services and in an annual 
report on Public Departments, Gross and Net Cost. Details 
of local authorities’ finance may be found in the annual 
report of the Ministry of Health. 


THE GENERAL OUTLOOK 


THE year 1937-38, which has just concluded, was not the 
first in which the operations of the British national 
Exchequer were dominated by the costly necessity of re- 
armament. But it may appear in historical retrospect to be 
the first in which Defence expenditure got out of control. 
Not only was the burden on the revenue for this purpose 
almost £200 millions, as compared with barely £100 
millions five years earlier, but in addition £65 millions was 
spent out of sums raised by borrowing. Moreover, the posi- 
tion will be worse next year, for not only will the sum to be 
provided out of revenue be £56 millions larger, but it is 
expected that an additional £25 millions more will be spent 
from borrowings. Furthermore, these figures were arrived 
at before it was decided to initiate a further acceleration in 
re-armament expenditure. Thus at the very lowest Defence 
expenditure in 1938-39 will be three and a half times what 
it was in 1932-33. The difference between the two figures 
of at least £250 millions is almost as much as the whole 
yield from the income tax; it is three-quarters of the total 
yield from Customs and Excise and two and a half times 
the product of the sur-tax and the death duties together. 
These figures give some measure of the transformation that 
has come over British public finance in the last few years. 


If there had not been the catastrophic degeneration in the 
international situation we should now be enjoying a lower 
rate of taxation than at any time since the War. It would 
be possible, for example, to reduce the income tax to 3s. 6d. 
in the pound; to abolish the tea duty; to halve the tobacco 
duty; to remove the 10 per cent. added to the sur-tax in 
1931; and still have a margin over for Sinking Fund. This 
is one side of the medal: the other is the grim prospect of 
steadily increasing borrowings and rising taxation. Re- 
armament has cast us in a few years from the hope of being 
able to combine sound finance and relaxation of burdens to 
the certainty of having to increase taxes, without even the 
satisfaction of balancing the Budget. 

It would be a mistake, however, to lay too great a share 
of blame upon the cost of re-armament for the fiscal pass 
into which we have degenerated. The problem cannot be 
considered in isolation from the whole question of the rela- 
tionship of the State’s finances to the resources of the com- 
munity taken as a unit. This is a matter which cannot be 
carried beyond the first degree of estimation. But in the 
following table an attempt has been made to compare the 
growth of State expenditure with the parallel expansion in 
the national income. The national income is susceptible of 
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many definitions, and even when precisely defined is subject 
to a margin of error in estimation. The estimates in the 
table, however, are all based on the same assumptions. 
Their proportionate variations should therefore be con- 
siderably more precisely reliable than their absolute 
amounts. It should be added that each of the earlier periods, 
except 1911-13, included the whole of a trade cycle. 


Total National 














National | Expendituret| Debt ae | eo 
Period* I 

fmn. |gma| % émn.| % gmn.| % |£mn.| % 
1s60-69§...| 899 | 66| 7-3| 26| 2-9| 27| 3-0| 13| 14 
1870-765 ...| 1,177 | 70| 5-9| 27| 2-3| 26| 2-2| 17| 1-4 
1877-855 ...| 1,242 | 79| 6-4] 29] 2-3] 30| 2-4| 20| 1-7 
1886-935...| 1,410 | 80] 5-7| 26] 1-8| 32] 2-3| 22) 1-6 
1894-19035 | 1,666 | 1390] 7-8| 24| I-4| 69| 4-1) 37] 2-3 
1904-19105 | 11940 | 138] 7-2| 27| 2-4] 62| 3-2| 49| 2-5 
1911-135... | 2241 | 165| 7-4| 24| 1-1| 73| 3-3| 68| 3-0 
1924......... 4035 | 745| 18-5 | 357] 8-8| 115| 2.9| 273| 6-8 
SED anecnesee 4,384 771 | 17-6 355 8-1 113 2-6 | 303 6-9 
Sisson 31344 | 800| 20-8] 309| 8-0] 103| 2-7| 388 | 10-1 
1935 ......... 4,530 776 | 17-1 224 4-9 137 | 3:0) 415 9-2 
BD sccccccee (4,850) 830 | 17-1 224 4-6 186 3-8 | 420 8-7 
 ———_ (5,200) 908 7-4 227 4-4) 262) 5-0) 419) 8-1 
1938 ......... (5,000) 1,0203) 20-4t 2243) 4°53) 343} 6-9 453t| 9-1} 





i 





¢ Including Road Fund expenditure, but not Post Office, * Figures of National 
Income refer to calendar years, figures of expenditure to financial years ended 
March 3ist of following calendar year. § Annual average. ¢ Estimate. 
j| Figures are taken from “ National Income and Outlay,”’ by Colin Clark (Macmillan, 
1937), pages 88, 90 and 232; they represent net National Income, as defined by 
Mr Clark. The figures for 1936, 1937 and 1938 are tentative estimates for which 
Mr Clark is not responsible; the 1938 figure in particular is necessarily no more 
than a guess. 4 Inc. Sinking Fund. 


The last line of the table is necessarily even more approxi- 
mate than the rest. Not only are the figures of expenditure 
those of the Estimates, which may prove to be very wide of 
the mark, but it is also more than usually difficult this year 
to forecast, even within a wide margin of error, the prob- 
able national income of the year, since it is not yet possible 
to say by how much the trend of recovery has been affected. 
The figures do, however, suggest that, even including the 
whole expenditure on re-armament, the total expenditure of 
the State is not as large as it has been in at least one 
previous year. On the other hand, it has now virtually 
returned to the crisis level of 1931-32. And if, as is not 
impossible, we are to have in the next few years both 
steadily rising expenditure and some fall in the national 
income, the position will rapidly become very difficult. We 
have no previous experience, saye only in war-time, of 
raising more than one-fifth of the whole national income, 
either by taxation or by borrowing, for the purposes of the 
State. Borrowing is at best a temporary expedient, which 
cannot do more than postpone the real burden. Moreover, 
even borrowing, if it becomes so large as to disturb general 
confidence in the solvency of the Treasury, may have the 
effect of complicating rather than easing the problem of 
the Chancellor of the Exchequer. It is important, however, 
to notice that if the National Debt and Defence expenditure 
be taken together they still require in combination a smaller 
proportion of the national income than they did in 1924, 
and an only slightly larger proportion than in 1929 or 
1932. Since much the largest part of the National Debt was 
incurred in past wars, it is still possible to say that the cost 
of human bellicosity, past and future, is not yet imposing a 
substantially larger burden on the community than in the 
immediate post-War years. It is disturbing, however, to 
notice that the proportion of the national income required 
for all expenditure other than the Debt and Defence Forces 
is substantially larger now than it was in the last roughly 
comparable period of prosperity. In 1924 these Services 
required 6.8 per cent. of the national income, and an almost 
exactly similar proportion in 1929. By 1938, however, the 
proportion has risen to over 9 per cent. If there is to be 
a trade recession it is certain that this proportion will rise, 
for unemployment expenditure will increase while the 
national income will fall. It is thus possible to argue that 
the uncomfortable position in which the Treasury is facing 
the possible onset of another trade cycle is due at least as 
much to the uncontrolled increase of peace-time services as 
to the combined cost of past and future wars. 

Whatever the cause of the great growth in expenditure, 
however, it is quite apparent that it has now reached the 
most serious dimensions. This does not mean that it will 
now be arrested. Even apart from the unpredictable element 
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of defence expenditure, there are many other items which 
can be relied upon to go on increasing. Unemployment has 
already been mentioned. But in addition there are contrac. 
tual liabilities for old age pensions, which are certain to 
rise, and there is steady pressure for similar increases in 
other social services. Our position to-day is fundamentally 
different from that of the last century, when a steady and 
rapid increase in tax revenue could be relied upon, as a 
result of the mere expansion of the community. To-day we 
are at the end of our increase in population, and any further 
rise in the national income will have to come from the 
necessarily slow increase in average productivity. 

It would therefore be a mistake to lull ourselves into 
security with the belief that with the eventual reduction of 
defence expenditure, which we may still hope to be granted 
some time, our budgetary problems would come to an end, 
We may well wake up one day to discover that what we 
thought to be the temporary emergency of re-armament has 
been covering a much more deep-seated problem. That 
problem is either to cut down the scale of State expenditure 
to which the community has grown accustomed or alter- 
natively to discover new sources of tax revenue. 

The search for new sources of revenue is not made any 
easier by the contemplation of the present position, which 
is shown in broad outline in the following table : — 

Tax REVENUE, 1929-30 to 1937-38 
(£ millions) 



































| | | | | 
es 1931-32 1934-35) 1935-36) 1936-37) 1937-38 
| 
Inland Revenue : 
Income Tax ........ igleeniaata 238 288 229 238 257 298 
_a- sadbicbaeesasanen 57 77 51 51 54 57 
BED EPUENED  cncccccccccccceace 79 65 81 88 88 89 
SET niiticnchbbecbuiessbouncets 25 17 24 26 29 24 
Other Inland Revenue ...... 3 | 3 | 3 2 2 3 
Total Inland Rvenue ... 402 | 450 388 405 | 430 471 
Customs and Excise: 
SE Diidsascnndecepeseesnsesesie 120 136 185 197 211 222 
ri aicatdienceasnbigenan 128 120 105 107 110 1l4 
a 248 | 256 | 290 | 303 | 321 | 335 
Of these: 
ED” cites pteinnecepnonnie 14 16 12 12 12 12° 
OE EE 63 63 71 75 77 80* 
nate aici 124 113 96 101 104 108* 
Entertainment ............ 7 8 10 8 8 10* 
Hydrocarbon oils ...... 15 29 42 45 48 50° 
All other duties ......... 25 27 61 62 71 63* 
Motor Vehicle Duties ............ 27 | 27 32 | 31 | 33 | 35 
Total tax revenue ............... | 677 | 733 | 710 | 739 | 784 | 84 
' 








a Budget estimate. 
It is probable that there will be a further “ natural ” in- 
crease in the yield of income tax in 1938-39, but this 
should mark the end of the rising cycle, and we may expect 
declines after that unless there is an increase in the standard 
rate. Sur-tax is still well below its crisis yield, which sug- 
gests either a substantial amount of evasion or a condition 
of diminishing return, or perhaps an element of both. The 
figures for income tax and sur-tax taken together do not 
encourage the hope that there is a substantial new source of 
revenue to be found in direct taxation. The rates of 
death duties have not been altered sufficiently in recent 
years for an opinion to be possible on the probable revenue 
from a further turn of the screw in this direction, but it is 
possible that there might be some revenue for the Chan- 
cellor there. Indirect taxation is already heavy, but the 
average level of popular consumption in recent years has 
been so high that further burdens can undoubtedly be 
carried; but there would be difficult questions both of 
equity and of incidence to be weighed before any far- 
reaching increase in indirect taxation could be secured. 
In short, we are already a very heavily taxed nation, and 
if at the height of the trade cycle there is no margin of 
revenue over expenditure the fiscal problem becomes almost 
insoluble. Defence borrowing, and other expedients that are 
open to a resourceful Chancellor of the Exchequer (such as 
the revaluation of the national gold stock), may give us 4 
brief breathing space. But it is vitally important that 
realistic and unremitting thought should be given to the 
problem of permanently reducing the State’s expenditure, 
or, alternatively, of discovering methods by which more 
than one-fifth of the whole national income can be diverted 
into the Treasury’s coffers. 
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